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Health is the basis for human development. Promoting comprehensive, coor-

dinated and sustainable development of our health care system is a basic require-
ment to reach the strategic goal of building the moderately prosperous society in
all respects. It also concerns the vital and immediate interests of our people.

To develop a better health care system in China, we must adhere to the scien-
tific epistemology to discover the inherent, essential and inevitable connections
among various health-related events, to scientifically predict the development
trends,and to act consciously according to objective laws.

In order to clearly reflect the overall situation of China’s health reform and
development in a timely manner, the China Health Economics Institute(CHEID)is-
sues an annual publication, the Green Book on China Health Development , since
2008. This publication contains a series of reports on national health conditions
and health policy analysis.

CHEI is a health policy research and consulting organization under the direct
leadership of the Ministry of Health. The main duties of CHEI include research
on the national health reform and development issues with regard to strategic and
overall concerns. It also provides policy recommendations and advisory opinions
for the Government. The Green Book on China Health Development published by
CHEI is an important medium that realizes its research and consultancy func-
tions. It is also a valuable document that systematically reviews the process of
China’s health reform and development, explores the patterns inside the health
care system,analyzes the development trends of health policies and provides es-
sential references for research and strategic decision on important health reform
and development issues.

The theme of Green Book on China Health Development 2008 is about
China’s total health expenditures. It discussed some key issues that are the con-
cern of Government, parties in the health sector and different members of the so-
ciety. The flow of health funds is the concentrated reflection of all the main as-
pects and development process and changes of health care system. Therefore, a
comprehensive analysis of total expenditures on health and its laws of operation is
an important means to understand the health conditions, to grasp the objective

laws of health system development,and to learn and predict the development trends




of health system. This book was compiled at rigorous scientific basis, and con-

tains detailed, accurate and timely data. It can provide a complete and accurate
picture of our health reform and development. :

We are looking forward that this book can provide useful references for the
government in policy-making and for all local and international parties who have
interest in our health system. Meanwhile, we sincerely hope that the readers of
this book can give us their comments and recommendations so that we can make
this book more valuable and provide more information necessary for health policy
research and decision in China.

Chen Xiaohong,Vice-minister N )
Ministry of Health, P.R. China i

Dec. 20,2008
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Foreword

China National Health Accounts Report,as the first volume of the
Green Book on China Health Development ,is finally coming out. This
book is of great significance given that it is released at the thirtieth anni-
versary of China’s Reform and Opening-up and with the current intense
debate on health reform.

Health reform has experienced 30 years of ups and downs in China
and public opinions are widely divided as to its success and failure.
However, we clearly realize that health reform in China must be a long-
term, complex and difficult process, which is determined by China’s Pri-
mary Stage of Socialism. Despite with problems in medical and health
system reform, it is indisputable that China has made some achieve-
ments. In the 17th National Congress of the Communist Party China
(CPC) , universal access to basic medical and health services has been
agreed as one of the objectives for building the comprehensive moderate-
ly prosperous and harmonious society. In the Congress, the major tasks
and policy actions of health reform in the next ten years were discussed
and planned, which symbolize the new era of health care in China.

The development of China’s health system shows that scientific and
effective decision-making is the way to achieve health reform goals. The
concept of evidence-based decision-making has been emphasized and rec-
ognized. Today,China’s senior policy makers,experts and scholars often
quote the figures of China Total Expenditures on Health(CTEH)as the
evidence for health policy analysis and planning as well as for interna-
tional comparisons. It has been demonstrated that National Health Ac-
counts(NHA) is an essential research area related to health policies.
This provides the evidence base not only for formulation and improve-
ment of health policies, but also for analyzing equity and efficiency of
health system as well as evaluating the development of harmonious soci-
ety.

Total Expenditures on Health(TEH)is the total amount of funds
invested in health services by a country(or a region in the country)in a

certain period(usually one year) ,measured in monetary terms.




TEH is a product of NHA which is a set of indicators describing

the economic activities and flows of funds within a health system. NHA
was developed in accordance with the System of National Accounts
(SNA) and consists of a classification system and accounting methods
that are based on the characteristics of health services. With the results
on the level and sources of financing, trends in TEH and its allocation
and utilization, we can monitor the efficiency and equity in financing
health care at a macro level, or assess the importance of health perceived
by the Government, population’s financial burden of health care and the
relationship between health system and socio-economic development.

Health funds flow includes the process of funds raising, allocation
and utilization. Correspondingly, NHA includes three dimensions:
sources, providers and functions that form three sets of indicators and
accounting methods and thus expenditures on health can be measured
and presented according to these three classifications.

Classification of health financing sources is a system that health ex-
penditures are measured according to their sources of funds and finan-
cing channels. It estimates the total financial input by the whole socie-
ty. Financing sources are the origins where the money is directed to
health field. According to the classification of health financing sources,
total health expenditures are broadly classified as government, social and
out-of-pocket health expenditures. i

Classification of health care providers refers to the health expendi-
tures that are measured at the provider level. Revenue data of health
providers are collected and collated to estimate total health spending.
According to the provider classifications, TEH can be represented as ex-
penditures of medical institutions, expenditures of public health facili-
ties, expenditures of drugs retail sale and other providers of medical
goods, expenditures of health and insurance administration facilities,
etc. TEH by provider can reveal the distribution of health funds among
all types of health institutions and can be used to analyze and evaluate

the efficiency and equity in health resource allocation.



Functional classification of health expenditure is a system that

health expenditures are identified according to the actual use of health
services. Data are collected through survey of individuals on payments
and utilizations of different kinds of health care services for TEH esti-
mation. By this accounting method, TEH can be divided into curative
care expenditures, rehabilitative care expenditure, prevention and public
health expenditures, drug expenditures ( clinical and retail sales), and
health and health insurance administration expenditures, etc. TEH by
functions can show what kinds of health goods and services are used by
consumers.

As such,NHA can answer the following three questions;

® Where do the health funds come from?

® Where do the health funds go to?

® What kind of services is performed and what kind of goods is

purchased?

NHA study started in 1950s. As a result of the health development
and rapid growth in health expenditures, some countries began to pilot
health accounting methods and to establish their NHA. The earliest
comprehensive international comparative study on NHA was conducted
by the International Labor Organization. The study compared 14 social
insurance system countries with the United States where voluntary in-
surance was prevalent. After that, World Health Organization (WHO)
commissioned Abel Smith,a British health economist, to conduct a series
of transnational health expenditure research. These previous works laid
the foundation for later international NHA studies albeit that there were
differences among the studies in terms of scope, definitional boundaries,
and accounting and estimation methods.

In order to standardize the health accounting methods and promote
NHA worldwide,a collaborative study was conducted by Sandoz Health
and Socio-economic Institute in Geneva and WHO in 1976-1983. The
study developed a survey that could be easily adopted in health account-

ing and was proved to be feasible in some countries, The Organization




for Economic Cooperation and Development ( OECD) also undertook

NHA study in earlier years. In order to ensure the comparability of the
results from its member countries, OECD developed and established a
system for health accounts in the early 1980s based on the System of
National Accounts (SNA) used in UN, and subsequently published “A
System of Health Accounts Version 1. 0”7 (SHAL. 0)in 2000, in which
the rigorous principles of SNA were followed and health expenditures
are classified according to three dimensions(financing sources, providers
and functions). The SHA-compatible results can be easily linked to na-
tional accounts,

SHA has been widely adopted in most of the countries, which
strongly promoted the development of health accounts in the world. Be-
cause the 3-way classifications of SHA were drawn up mainly with ref-
erence to the systems in developed countries, there are still some prob-
lems with its flexibility and applicability in developing countries. In
2003, WHO published the “Guide to Producing National Health Ac-
counts”, which was designed specifically for the application in the low
and middle income countries and promoting health accounts in those
countries.

At present, there is increasing concerns about the policy analysis
and application of health accounts data, continuous improvement of esti-
mation framework and methods in order to promote its policy use.
OECD is preparing for the revision of SHA. Firstly, they will redefine
the scope and boundary of estimation and improve the classification of
financing sources according to the current development of global health
systems. Secondly, WHO and OECD are encouraging the member states
to conduct sub-accounting in order to meet the demand of policy mak-
ing,including sub-national accounting and specific functions of services
accounting(such as the accounting of public health, long-term care, ma-
jor diseases,etc. ). Thirdly,in order to ensure the continuity and com-
parability of international data sources, WHO and EU are standardizing

the data collection methods and accounting methods.



